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25 August 1945

Mr. Harold D. Smith, Director
Bureau of the Budget

Executive Office of the President
Washington, D. C.

My dear Mr. Smith:

In answer to your communication of August 23, 1945
in reference to further reduction of perscnnel, we are
working under what is in effect a liqguidation budget.
Within its provisions we have taken steps to terminate
many of our operational (as distinet from intelligence)
activities and to reduce the remaining parts to a size
consistent with present obligations in the Far East, in
the occupaticn of Germany and Austria, and in the main-
tenance of missions in the Middle East and on the Asiatic
and Buropean continents.

As our liquidation proceeds it will become increas-
ingly difficult to exercise our functions sv that we have
found it necessary to set up & liguidating committee
with procedures and controls te provide for the gradual
elimination of cur services in step with the orderly re-
duction of personnel.

It is cur estimate, however, with the strictest
eccnomy of manpower and c¢f funds the effectiveness of
U5b as a War Agency will end as of January 1, or at the
latest February 1, 1946, at which time liquidation should
be completed. At that point I wish to return to private
life. Therefore, in counsidering the disposition to be
made of the assets created by Ubdb, I speak as a private
citizen ccncerned with the future of his country.

In cur Government today there is no permanent agency
to take over the functions which 055 will have then ceased
to perform. These functions while carried on as incident
to the war are in reality essential in the effective dis-
charge by this nation c¢f its responsibilities in the or-
ganization and maintenance of the peace.
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Since last November, I have pointed cut the immedi-
ate necessity of setting up such an agency to take over
the valuable assets created by 0SS. Among these assets
was the establishment for the first time in cur nation's
history of a foreign secret intelligence service which
repurted information as seen through Auerican eyes. As
an integral and inseparable part of this service there
is a group of specialists to analyze and evaluate the
material for presentation to those who determine national
policy.

It is not easy to set up a modern intelligence
system.' It is more difficult tc de so in time of peace
than in time of war.

It is importunt therefcre that it be dune before
the War Agency has disappeared su that profit may be.
made ¢f its experience and "know-how" in deciding how
the new agency may best be coenducted.

I have already submitted a pian for the establish-
uent of & centralized system. Hcwever, thé discussiocn
of that proposal indicated the need of an agreement
.upon certain fundamentel principles before a detailed
plan is formulated. If those concerned could agree upon
the principles within which such & system should be
~established, acceptance of a ccmmon plan would be more
easily achieved.

Accordingly, I attach a statement cof principles,
the scundness of which I believe has been established
by study and by practical experience.

Sincerely,

Williaw J. Donovan  (Sgd.)

Williiaw J. Donovan
Director.

Enclosure.

~
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Principles - The Soundness of Which It Is Believed Hus Been
Established by cur Own Experience and a First-Hand Study of
the Systems of Other Nations - lihich Should Govern the
Establishmént of a Centralized United States Foreign Intelli-

gence Systern.

1. That each Department of Government should have its
own inteiligence bureau for the collecticn and processing of
such information materiazl as it finds necessary in the actual
performance of its daily functions and duties. Such a bureau
shculd be under the sole control of the Departuent head and
should not be encroached upon or impairedlby the functicns

granted any other Governmental intelligence agency.

2. That in addition tc the intelligence unit for éach
Department there should be established (for the purpose of
cbtaining information upon which long range policy could be
basedi a national centralized foreign intelligence agency
which should have the autpority:&

A. To serve all Departments of the Government.

B. To procure and cbtain political, economic,
psychological, technological, sociological,:nilitary
and other information which may bear upon the national
interest and which has been collected by the different
Governmental Departments or agencies.

C. To collect when necessary supplemental informa-

tion either at its own instance or at the request of
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any Governmental Department by open or secret means
from other and various sources.

D. To integrate, analyze, process and disseninate,
to authbrize Governmental agencies and officials, in-

telligence in the form of strategic interpretive studies.

3. That no egecutiVe department should be perumitted to
engage in secret intelligence, because secret intelligence
covers all fields, but in a proper case call upon the central

agency which shculd be in charge of secret intelligence.

4. That such an agency should be prohibited frow carry-
ing on clandestine activitieswithin the United States and
shculd be forbidden the exercise of any poiice functions ei ther

at home or abroad.

5. That since the nature ¢f its work reguires it to
have status it should be independent of any Department of the
Government (since it is obliged to serve all snd must be free
of the natural bias of an vperating Departument). It should be
under a Director, appcinted by the .President, and be adnin-

istered under Presidential direction.

6. Thuat subject to the approval of the President, the
policy of such an intelligence service should be determined
by the ’'Director witﬁ the advice and assistunce of a Board on
'which the Secreturies of State, War,'Navy and Treasury should

be represented.
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7. That this agency, as the scle agency for secret
intelligence, should be authorized, in the foreign field only,
to-carry on services such as espionage, counteréespionage and
those special opefatiuns (including morale and psychulogiéal)
designed tu anticipate and ccunter any attempfed penetration

and subversion of cur national security by enemy action.

~

8. That such a service should have an independent
budget granted directly by'Congress. It shculd be authorized
to have its own system of codes and should be furnished facili-
ties by Departuents of Government proper and necessary for the

perferiiance of its duties.

4

9. That such a service shculd include in its staff
specialists (within Gevernumental Departments, civil and nilitary,
and in private life) professicnally truined in analysis of
infurma tion and possessing a high degree of iinguiétic, regicnal -
or functicnal coupetence, to analyze, coordinate and evaluate
incouing information, to muke special intelligence reports, and ‘

to provide guldance for the collecting branches c¢f the agency.

10. That in time cof war or unlimited naticnal emergency,
all programs of such agency in areas of actual and projected
military cperaticns shall be coordinated with military plans, and |
shall-be subject to the apprceval of the Joint Cniefs of Staff,
or if there be a consclidation of the armed services, under

the supreme comuander.
Williaw J. Donuvan
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